Only to aminor degree, says Argyris. The problems attributed to 
capitalism are indigenous to and shared by all industrialized societies— 
capitalist, Socialist, and Comnnunist alike. He also explains the reasons and 
tells what society can do to correct the current malfunctioning. 
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ome scholars assert that changing organiza- 
tions in order to enhance the quality of life 
is a strategy that is doomed to failure be- 
cause the forces that shape organizations are 
politico-economic ones—more specifically, 
forces inherent in the capitalist system. Un- 
less the capitalist system is changed, behav- 
ioral scientists may simply be tinkering and 
hence may simply be the servants of the 
existing power elites. 

Walter Nord and Max Pages, for 
example, criticize OD practitioners for not 
realizing that the capitalist system is a major 
cause of the human problems within orga- 
nizations. A more comprehensive body of 
literature that makes a similar point is the 
work of the New Left economists. For ex- 
ample, Stephen Hymer and Frank Roosevelt 
diagnose America as “rotten at the roots” 


and say that at the heart of the problem is 
“... modern capitalism with its dualism be- 
tween freedom in the marketplace and au- 
thoritarianism in the workplace.” A central 
causal factor is the organizational hierarchy 
or pyramidal structure, with its associated 
qualities of specialization of work and dom- 
inant—submissive relationships. 

This article presents an alternative 
view. The authoritarian organizational hier- 
archy contains key factors that are counter- 
productive to the quality of life within and 
outside the organization. However, the pri- 
mary causes of the hierarchy are not politi- 
cal or economic. If we accept as given that 
organizations must be managed by the use 
of information and that human beings have 
information-processing capacities plus the- 
ories of action, we have to accept as a cor- 
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ollary the pyramidal structure with many 
of its attendant human problems. There is a 
paradox: In order to take certain basic 
psychological human characteristics into ac- 
count, organizations are designed and man- 
aged in ways that are detrimental to other 
basic human characteristics. 

The assertion that psychological 
factors account for the pyramidal structure 
should not be interpreted as evidence that 
broader social, political, and economic fac- 
tors are of no consequence. They do play a 
role but, as we shall see, that role is secon- 


dary. 


INCONSISTENCIES IN THE “Macro” View 


The first step is to illustrate that the macro 
approach to the problem contains within it- 
self important inconsistencies. To illustrate 
the point, let’s examine the New Left posi- 
tion. 

Scholars have noted that state So- 
cialist societies have production characteris- 
tics similar to those of capitalist societies. 
Stephen A. Marglin’s explanation that the 
top-down relationships in countries like Rus- 
sia Were consciously and deliberately caused 
by the Russians, who wanted to embrace 
the capitalist mode of production and orga- 
nization, is incomplete because it does not 
explain why the Russians would consciously 
embrace a system they had explicitly re- 
jected. The explanation by Samuel Bowles 
and Herbert Gintis that the state Socialist 
countries of Eastern Europe were never 
democratic, and that ruling elites have al- 
Ways maintained their power through top- 


I should like to thank Professors Lee Bolman, 
Bernard Cullen, Herbert Gintis, and Charlotte 
Kuh for their comments. 


down control of production, is also unsatis- 
factory because it does not tell us why this 
is true, nor why a basic socioeconomic 
change did not alter the elitist ideology. 

Nor is the assertion that China is 
learning from the Russian errors supported 
by scholarly analysis. Franz Schurmann’s 
study makes it clear that the Chinese believe 
in one-man leadership at the top of every 
plant. Schurmann quotes Liu Che: “... mod- 
ern large-scale industry and dispersed man- 
agement are incompatible.” “The plant 
manager has the authority, within the frame- 
work of presently constituted law, to decide 
on all matters . . . for fulfilling and overful- 
filling state plans.” “. . . the plant manager 
is the fully authorized representative of the 
state, and is the one who assumes full and 
complete responsibility for all work in the 
plant.” He concludes that a Chinese plant 
manager may have more unilateral authority 
for final decisions than his or her American 
counterpart because he or she can sometimes 
act in technically illegal ways to achieve 
overall goals at the plant. 

A more recent description of Chi- 
nese policies and practices suggests that the 
Chinese and Western theories on participa- 
tion may be converging and notes, for exam- 
ple, the deep mistrust by the Chinese of 
bureaucracy and elitism. The Chinese not 
only emphasize employee participation but 
they are also doing their best to de-empha- 
size specialization and professionalism, es- 
pecially at the managerial levels. They pre- 
fer managers who are generalists and are 
politically pure to specialists who are re- 
mote from, and who tend to dominate, the 
employees. 

But, as we examine more closely 
M. K. Whyte’s descriptions of the quality 
of the participation these generalists pro- 
duce, we wonder if it is not a new form of 
unilateral manipulation, For example, al- 


though decisions originate from above they 
are not supposed simply to be announced 
and obeyed. Yet elaborate procedures exist 
for mobilizing support “for decisions made 
at higher levels.” Whenever a new policy is 
announced, subordinates break into regular 
discussion groups to go over each point in 
detail. “In these groups efforts are made (by 
the people above) to convince everyone of 
the need for a change in the routine, to elicit 
suggestions and ideas, and to get ‘activists’ 
to encourage their co-workers to support the 
change.” Who are the activists? Whyte 
notes, “The group leader will cultivate with- 
in the group certain ‘activists’ whom he can 
count on to help him steer discussion and 
criticism meetings along proper channels.” 

Last, individuals are not to let per- 
sonal emotions interfere with their perfor- 
mance. Unemotionality is not a goal, how- 
ever; passion and zeal are expected even for 
the most mundane tasks so long as they are 
in the interests of goals established by super- 
iors. Whyte concludes that Chinese partici- 
pation may be characterized as top down 
and that in practice it may unintentionally 
suppress many subordinates’ views. 

William Brugger’s analysis makes 
it clear that the Chinese and the Russians be- 
lieve in the importance of centralized power 
but differ in how to achieve it. The Soviets 
expect the individual to be loyal to, and to 
be controlled by, a complex administrative 
hierarchy that begins within the firm and ex- 
tends beyond it. The Chinese strategy is to 
politicize the small, informal group and to 
connect it with the hierarchy of the Party 
organization, which espouses participation 
so long as the participants do not question 
the underlying policies and assumptions of 
the Party. 

Some economists and behavioral 
scientists cite Yugoslavia as a better example 
of the world they are proposing. The Yugo- 


slavs believe that Russia and the United 
States are similar in that both systems allow 
an elite group to confiscate the profits (sur- 
plus capital) generated by individual plants 
and to use these profits to attain the goals of 
the centralized elite. Genuine self-manage- 
ment, the Yugoslavs maintain, does not re- 
quire the employees to own the plant. Own- 
ership is counterproductive to self-manage- 
ment because it hampers the mobility of 
labor and capital. The Yugoslavs believe that 
the key to genuine changes is to be found in 
a competitive market coupled with “genu- 
ine channels of decision making which en- 
able all members to feel that they are con- 
tributing and that they can effectively master 
their immediate environment” (Ichak Adizes 
and Elizabeth Mann Borgese). 

The Yugoslavs point out that the 
supposedly diametrically opposite external 
environments in the United States and Rus- 
sia have the same impact on the internal 
management of enterprises. However, the 
Yugoslavs do not explain why the internal 
management of their enterprises appears to 
be the same as that in the United States and 
Russia. The Yugoslavs may deny this asser- 
tion and maintain that they are different, but 
the differences are more at the level of es- 
poused theory than of practice. For example, 
their prescription for effective leadership in- 
cludes: 

The manager “. . . instills confi- 
dence in the constituents that the manager 
is not only in control of the situation but 
that he adequately expresses and implements 
the community’s desires and aspirations”; the 
manager “. . . must be an entrepreneur, edu- 
cate and lead the group into risk-taking”, 
“the central figure in participation is the 
plant manager,” and “Without a manager 
who has the entrepreneurial spirit and direc- 
tive leadership traits, the plant will probably 
fail and the workers will become depressed.” 
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True, the workers can replace their 
manager. But what are the probabilities that 
this will happen if the workers become as de- 
pendent on their manager as the quotations 
above imply? Moreover, to have the power 
to dismiss the manager unilaterally is to give 
the workers the same top-down management 
that self-management is supposed to reject. 
Self-management may, in reality, be top- 
down management by a few who live un- 
der the continual threat that their power can 
be taken away from them. We can predict 
that the managers still strive to assure their 
survival by maintaining and perhaps magni- 
fying the workers’ dependence on them. A 
recent (1975) observational study of work- 
ers’ councils in Yugoslavia found that the 
managers and the technocrats dominate the 
interactions and the conversations. The em- 
pirical research on employee control and in- 
fluence by Arnold S. Tannenbaum and 
others suggests that the slopes of these curves 
do not differ markedly from those found in 
the West. Recent scholarly reviews of work 
and management in Poland confirm these 
findings. 

We may conclude that the prob- 
lems attributed to capitalism exist in non- 
capitalist as well as capitalist countries. 
Hence, some primary causal factors must be 
common to all these societies. They do exist, 
and they reside primarily within the organi- 
zation. These include (a) the nature of hu- 
man beings as information-processing sys- 
tems, (b) the theories of action people hold 
about effective influence over others, and 
(c) the organizational learning systems that 


are created as a result of (a) and (b). In 
other words, I take the position that the 
negative consequences on the quality of life 
are caused primarily by factors within the 
organization, although they can be consid- 
ered societal in the sense that they are com- 
mon to most if not all industrialized societies. 


INFORMATION PROCESSING AND THE PyRAMID 


At a minimum, organizations require em- 
ployees with the skills to produce a product 
or perform a service. How do people acquire 
and use skills? A skill is acquired by remem- 
bering and using the answer to previously 
solved problems and remembering and avoid- 
ing previous traps. Developing skills even for 
such simple activities as riding a bicycle is an 
extremely complex process for the human 
mind. According to Herbert Simon, the hu- 
man capacity for information processing is 
quite limited in comparison to the demands 
of the environment in which it is embedded. 
Human beings have learned a skill when the 
program necessary to perform the requisite 
actions is so much a part of them that the con- 
trol over the performance of the skill does 
not have to be conscious and explicit. They 
are then free to use their finite information- 
processing capacity for other kinds of prob- 
Jem solving. 

But before people can use these 
skills effectively, the programs must be rig- 
orously generalized and stored. Thus the 
workers not only make their skill-programs 
tacit, but once they do, they must make them 
rigid and not easily alterable. Otherwise they 
could not be performed without thinking. 
Only when errors are made do the programs 
become explicit, but then their rigidity must 
also be dealt with in correcting the pro- 
grams. 

So managers are faced with the task 
of monitoring employee actions guided by 


programs that are hidden from the actor, yet 
ruthlessly generalized and tenaciously held. 
For example, a worker who has learned to 
use a machine has learned a highly complex 
program of skills. Once he has learned these 
skills, he must adhere to them rigorously or 
he will make errors. He cannot deviate from 
the program without getting into trouble. 
The manager is held responsible for the 
workers’ performances, yet neither he nor 
the workers has direct access to the programs 
that produce the performance. Moreover, if 
corrections are necessary, some employees 
will hold on to their programs and resist these 
corrections. The manager is faced with a pre- 
dicament. Errors will be charged against him, 
yet he (and the workers) may have great 
difficulty in discovering and correcting 
them. 

The uncertainty created by the na- 
ture of human information processing 1s 
cumulated and expanded because managers 
are also finite information-processing sys- 
tems. They, too, make their programs tacit 
and hold on to them tightly. Even with the 
capacity to make programs explicit, there is 
a limit to how much information they can 
cope with. Hence the need arises to monitor 
managers. 

Although managerial control is nec- 
essarily incomplete, managerial responsibility 
for results is not. Managers must find ways 
to reduce the probability of error. One meth- 
od is to simplify jobs. If a tacit and rigid pro- 
gram has to surface in order to be corrected, 
it should be as uncomplicated and basic as 
possible. 

The second strategy is to define 
production or work standards and the toler- 
ances for errors allowable in achieving these 
standards. If performance errors exceed tol- 
erances, corrective managerial action must be 
taken. This strategy is called management by 
exception. At its core is the creation of gaps 


of knowledge about employee performance 
coupled with a continual sampling for errors. 
For example, the performance of employees 
is not monitored (hence gaps of knowledge) 
until error is observed (hence monitoring for 
error). Implicit in the effectiveness of man- 
agement by exception is acceptance of the 
theory that managers need valid information 
only when workers deviate from standards. 
But since managers are finite and monitor the 
work of many human information proces- 
sors, the data they obtain about the perfor- 
mance of their subordinates must be both 
comprehensive and manageable. Of neces- 
sity, therefore, they must also be abstract. 
The unique aspects of each situation must be 
ignored because they would make the data 
too complex to be useful. 

So now we have workers with pro- 
grams that are tacit, rigorously generalized, 
and difficult to control directly, and man- 
agers who use information that is abstracted 
from the unique situation for which they are 
responsible (for example, the weekly or 
monthly budget and production figures). 
The managers create their own tacit pro- 
grams and hold on to them tenaciously. 
These managers must, in turn, be managed, 
and the problems of tacitness, incomplete- 
ness, and abstractness become replicated. 

The managers who are most distant 
from the local level have the greatest re- 
sponsibility for what happens at that level. 
In order to manage effectively, they, too, 
must design gaps in their knowledge while 
being held responsible for these very gaps. 
Hence the need to assure themselves that 
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they can institute programs to detect and 
correct error. One result is that power in- 
creases with distance from the local level. 

We now have the beginnings of the 
pyramidal structure with the top-down uni- 
Jateral controls. Nothing has been introduced 
into the argument yet about socioeconomic 
views of capitalism or state socialism. 


Injustice THROUGH INFORMATION 


The pyramidal structure creates a continuum 
of information systems ranging from the 
local area where the service or product is pro- 
duced to corporate headquarters, the point of 
ultimate control. These information systems 
are designed to detect and correct errors. But 
having authority to create programs to detect 
and correct errors is one thing; actually be- 
ing able to do so is quite another. The infor- 
mation system designed to detect and correct 
errors has inherent properties that inhibit its 
effectiveness. Why? The characteristics of 
local management information systems 
(MIS) include: 

¢ Concrete descriptions of the 
unique situations. 

¢ Representations of the actual pro- 
cesses, whether they are rare or repeatable. 

¢ Connections between the perfor- 
mance and the processes used. 

¢ Implicitly rational logic—that is, 
the rules for defining categories, for making 
inferences, and for confirming or disconfirm- 
ing evaluations are private. 

e Tacit knowledge and tacit pro- 
cesses, 

Such MIS may be effective for local 
management but they are also uneconomic 
for generalizations from one setting to many 
settings, unusable by people other than their 
creator (because they are not easily conver- 
tible, comparable, or precedent setting); un- 


informative about the general characteristics 
of settings, and incapable of validation by 
objective knowledge and objective proce- 
dures that go beyond the capacity of any 
given individual. 

These limitations exist in the very 
areas in which top management requires valid 
information in order to identify important 
overall errors and to design and implement 
corrective actions. Therefore, if the top is to 
manage competently, it cannot depend di- 
rectly on the MIS used at the local levels. 
Moreover, since the MIS tend to be private, 
intuitive, subjective, ungeneralizable, non- 
comparable, and non-trend setting, if the top 
based their MIS on these characteristics, they 
would find it difficult to do justice to it. 

If top management is to manage 
through the use of information, the MIS must 
(1) contain abstract, quantitative descrip- 
tions of key performance indicators; (2) rep- 
resent stable variance, (3) represent the re- 
sults or the outputs of complex processes, 
and not the processes themselves, (4) con- 
tain explicitly rational logic that satisfies the 
logical systematic rules for defining categor- 
ies, making inferences, and confirming or 
disproving evaluations publicly; and (5) ex- 
clude, as much as possible, tacit knowledge 
and tacit processes. 

The financial reports that the top 
management receives should stipulate the 
monthly financial results with the probable 
variances of error, together with what infor- 
mation is included and what information is 
excluded. The above would go a long way 
toward correcting the defects typically 
found in local MIS and rendering them in a 
form that would provide information that is 
both topical and useful to top management. 

Information systems with these 
properties can usually be generalized from 
one setting to many settings and tend to be 
informative about the general characteristics 


Distant MIS induces individuals ... 
To think abstractly and rationally. 


To conceptualize stable variance and general 
overall conditions and trends. 


To distance themselves from processes that 
produce results, and focus primarily upon 
the results or the performance. 


To identify errors that are exceptional. 


To infer causality from information that 
Jacks the causal processes or mechanics. 


Local MIS induces individuals... | 


To think concretely and intuitively. 


To conceptualize variable processes and spe- 
cific conditions. 


To become close to the processes that pro- 
duce results, and focus on them as much as 
on the results. 


To identify errors and correct them before 
they become exceptional. 


To infer general causality from information 
rich with situational causality related to spe- 
cific mechanisms. 


of a setting. They also are capable of valida- 
tion by objective knowledge and objective 
processes that go beyond the information- 
processing capacities of any individual and 
are usable by people other than their 
creators. 

The characteristics of distant and 
local MIS emphasize different ways of think- 
ing, different ways of dealing with people, 
different concepts of dealing with causality, 
and, above all, different conceptions of how 
order is defined and managed. The accom- 
panying box spells out some of the differ- 
ences, 

Admittedly, my discussion and the 
box polarize the characteristics of distant and 
local MIS. In reality, there is a continuum 
of abstraction; the top is the most and the 
local the least abstract. The exact nature and 
consequences of this continuum will have to 
be determined by empirical research. 

Distant MIS tend to reward abstract 
conceptualization, impartiality, publicly ver- 
ifiable rationality, distance from individual 
cases, and inference of personal responsibili- 
ty from abstract data and overall trends. Lo- 
cal MIS tend to reward concrete thinking, 
intuition, privately verifiable rationality, 


closeness to the individual case, and infer- 
ence of personal responsibility from con- 
crete, specific processes. 

People who spend long periods of 
time in either of these worlds may come to 
hold different conceptions of responsibility, 
competence, causality, and the requirements 
for effective order. And their sense of justice 
may be a function of these conceptions. 

For example, we learn by observing 
the operations of our courts that justice re- 
quires all parties to have equal access to the 
same information and equal opportunity to 
confirm or disprove it. Yet top managers 
have access to different information from 
local managers; the local people rarely have 
the opportunity to confront the information 
used by the top; and even if they were to 
have such an opportunity, they would prob- 
ably not have the information-processing 
competence required to deal with it effective- 
ly. Justice also requires errors to be directly 
and unambiguously linked to individuals’ ac- 
tions (the smoking gun). But top MIS do not 
conform to such rules of evidence. 

The sheer information-processing 
requirements and the costs necessary to as- 
sure minimal misunderstanding and injustice 
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may be so high that such assurances are not 
possible, Employees who are responsible and 
loyal understand these constraints but, in 
doing so, place themselves in a dilemma. 
If they accept the high probability of injus- 
tice as necessary, they have acted to legiti- 
mize injustice. On the other hand, if they do 
not accept the necessity of injustice, they 
can be seen as disloyal. Those at the upper 
levels may find it necessary to defend them- 
selves from the dilemma of having to be un- 
just to make the organization effective. 

How do people deal with their ex- 
posure to necessary injustice? Some possible 
adaptive activities at the lower levels are: 

1. They may consider the basis for, 
and the meaning of, justice to be embedded 
in the nature of their type of MIS. But such 
an action leaves them open to potential con- 
flict with the top because, as we have sug- 
gested above, each MIS implies a different 
conception of order. 

2. They may reduce their risks by 
withholding information or sending doc- 
tored information upward. 

3. They may reduce the tension of 
living in a world of unpredictable and un- 
controllable injustice by withdrawing their 
energies and commitments, thereby also re- 
ducing their sense of personal responsibility. 

Reactions such as these lessen the 
probability that the top will get the informa- 
tion it needs and the commitment it desires 
from the lower levels to enable it to manage 
effectively. 

Top management may then strive 
to make the MIS more complete and more 
detailed, tamperproof, and more oriented to- 
ward unilateral control over others. These 
reactions would probably lead to a reduction 
of the gaps permitted by the top and an in- 
crease in the frequency of its interventions 
at the lower levels. 

To compound the top’s problem is 


the previously stated possibility that it may 
be forced to be unjust even when it does not 
wish to be. It may react to this possibility by 
developing attitudes and values to justify its 
actions. It may claim that it must be tough. 
As one president said to me, “Five percent of 
the people work; ten percent think they 
work; and eighty-five percent would rather 
die than work.” Another common set of atti- 
tudes is that lower-level managers and em- 
ployees can be trusted only to the extent that 
they can be monitored. 

These attitudes and values, com- 
bined with top management’s reactions as 
described above, may lead to at least three 
counterproductive tendencies: 

1. The lower-level managers may 
become more fearful, take fewer risks, and 
increase their protective activities. 

2. These actions, in turn, may in- 
crease top management’s intervention into 
the local MIS. Confusion could follow be- 
cause the properties of the top MIS are in- 
congruent with the properties of the local 
MIS. 

3. They may also increase the prob- 
ability that the subordinates will attempt to 
turn the top MIS into a way of getting even 
with, or generating some control over, top 
management. For example, air traffic con- 
trollers can strike simply by following the 
defined procedures rigorously. 

To summarize: In order to manage 
through the use of information, it becomes 
necessary for the top to manage with incom- 
plete information. Management by optimal 
gaps may be a critical characteristic of effec- 
tive management. The gaps are managed by 
making the lower levels responsible for them 
and by the top intervening when standards 
are not met. If such management is to be 
effective, each level must use an MIS that 
has significantly different properties from 
each other. Different conceptions of respon- 


sibility, competence, and order evolve that, 
in turn, may influence each group’s view of 
justice. Each group protects itself against be- 
ing accused of being unjust by creating pro- 
tective activities that reinforce the factors 
causing the problem in the first place. 

The employee group, with whom 
I would group the lower-level managers, 
eventually come to recognize that manage- 
ment information systems are being used to 
buttress the traditional view of unilateral 
management. At this point employees may 
begin to resist or even, in some instances, to 
sabotage (carefully) these systems. Man- 
agement information systems, as I have 
pointed out, have become to managers at all 
levels what the time-study people have been 
to managers in the past—objects of fear, mis- 
trust, and intense dislike. 


O-I LEARNING SYSTEMS 


If the above is true, it follows that organiza- 
tions primarily have the capacity to learn 
those lessons that are self-sealing because 
they maintain the status quo. Such organiza- 
tions have what I have labeled an O-I learn- 
ing system, described below. It is important 


to examine this and other possible organiza- 
tional learning systems closely. 

Error is any feature of knowledge 
or of knowing that makes inquiry for action 
ineffective. Error is a condition of mismatch. 
The first condition for learning is the detec- 
tion and correction of error. The second 
condition for learning is match, that is, the 
ability to create conditions that match plans 
and expectations with effective action. 

Organizations, Donald Schon and 
I believe, learn through individuals who act 
as agents for them. The individuals’ learning 
activities, in turn, are facilitated or inhibited 
by an ecological system of factors that we 
have called an organizational learning sys- 
tem. 

When the learning system is only 
adequate enough to enable the organization 
to implement its existing policies and meet 
its stated objectives, the process at work is 
what Schon and I call single-loop—or Model 
I—learning. It is like the thermostat that re- 
ceives information about the temperature 
of the room and can turn the heat on or off 
if it is too hot or too cold. 

Double-loop—or Model II—learn- 
ing, by contrast, performs the more difficult 
and comprehensive task of questioning un- 


“In order to manage through the use of mformation, 


it becomes necessary Jor the top to manage with 


incomplete information. Management by optimal 


gaps may be a critical charactenstic of effective 


management. ad 
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derlying goals and assumptions. It is as if the 
thermostat were capable of asking itself 
whether it should be set at 68 degrees. In 
single-loop learning, for example, you might 
debate what could be done to improve the 
profit picture in a nonprofitable division that 
was considered the president’s pet project 
and hence not discussable. In double-loop 
learning, you could confront the problem 
head on and decide to discontinue the oper- 
ation of the nonprofitable division. 

Figure 1 represents a model of the 
learning system that, to date, mirrors the 
conditions in all the organizations we have 
studied. This is an organizational learning 
system that is related to Model I; hence we 
call it the O-I learning system. The model 
begins with inputs of information. The sub- 
stance of the information is irrelevant. The 
quality of the information is highly relevant; 
it may vary from inaccessible to accessible, 
ambiguous to unambiguous, vague to clear, 
inconsistent to consistent, and incongruent 
to congruent. 

When such information interacts 
with people using Model I theories-in-use, a 
primary inhibiting loop for learning is cre- 
ated, because the tendency of these people 
will be to reinforce whatever degree of in- 
accessibility, ambiguity, vagueness, and in- 
consistency already exists in the informa- 


tion. By inhibiting loop, I mean simply that 
the consequences of the interaction between 
columns (1) and (3) of Figure 1 are loops 
that tend to maintain and reinforce the ori- 
ginal conditions that produce error. Feed- 
back is positive in that it reinforces the ori- 
ginal qualities of the information; it is not 
corrective. (Feedback is represented by ar- 
rows that return to a previous condition.) 

What is a Model I theory-in-use? 
The behavior of people is determined by the 
theories of action they carry around in their 
heads. Espoused theories of action are the 
theories that people report as governing 
their actions. Theories-in-use, by contrast, 
are the theories that actually govern their 
actions. Most people studied so far manifest 
remarkably similar theories-in-use, no matter 
what theories they espouse. Therefore, these 
theories can be put in the form of a model, 
which we have identified as Model I. 

Model J theories-in-use are theories 
of top-down, unilateral control over others 
that enable individuals to win, not lose; and 
to be effective by controlling the environ- 
ment in which they exist. But we can show 
that Model I theories-in-use lead to effective 
problem solving primarily for issues that do 
not require questioning of their underlying 
assumptions (single-loop learning). Model I 
theories-in-use do not make it possible for 


“The O-[ learning system... begins with inputs of 


information. The substance of the information 1s 


irrelevant. The quality of the information 1s highly 


relevant....” 
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people to develop problem-solving skills 
that question the theories’ governing values 
(double-loop learning). 

I am asserting that people studied 
so far manifest similar theories-in-use, which 
are oriented toward unilateral control and 
lead to single-loop learning. There are four 
consequences, all unfortunate (Column 
5). People tend to be unaware of their im- 
pact on error discovery and correction. If A 
makes an error and others tend to hide the 
impact it has on them, A will be unaware 
of the impact. People tend to be unaware 
that they are unable to discover—invent—pro- 
duce genuinely corrective solutions to prob- 
lems. And there are defensive group dy- 
namics, with little additional problem 
solving, low openness and trust, and high 
conformity and covering up of threatening 
issues. Counterproductive intergroup dy- 
namics is another negative outcome. 

These four results create secondary 
inhibiting loops, so called because they come 
out of interaction with the primary inhibit- 
ing loops. Secondary inhibiting loops also 
feed back to reinforce the primary inhibit- 
ing loops and the previous conditions that 
predispose to error (Columns 2, 3, 4, and 5). 

What kinds of errors tend to be 
correctable or uncorrectable under these 
conditions? Errors that tend to be correct- 
able (see top of Column 7) include those 
whose existence is known and available to 
the participants, whose discovery and cor- 
rection pose a minimal threat to them, or 
whose discovery and correction are threat- 
ening but whose camouflage or noncorrec- 
tion is more threatening (Column 6). 

Errors that tend not to be correct- 
able (see bottom of Column 7) include those 
whose discovery is a threat to the person’s 
system of hiding error, those that reinforce 
primary inhibiting loops because they are 


threatening Model I values (win-don’t lose, 
suppress feelings, and so forth), and those 
whose correction violates organizational 
norms. They are camouflaged, the primary 
and secondary inhibiting loops associated 
with them are camouflaged, or the camou- 
flage is camouflaged, with the development 
of such protective activities as “j.i.c.” (just in 
case the superiors ask) files (Column 8). 

Or again, a norm usually associated 
with Model I theories of action is that “you 
cannot openly confront norms that tell you 
not to confront policies and objectives.” In 
other words, in order to maintain the first 
norm a lot of information about error hid- 
ing would have to be camouflaged. We find 
norms within norms that prevent double- 
Joop learning. Once more, the conditions 
described in Columns 7 and 8 feed back to 
reinforce the previous conditions. 

The conditions described in Col- 
umn 8 also tend to increase the predisposi- 
tion to competitive win—lose games, decep- 
tion, and the avoidance of risks. They 
strengthen the tendency of participants to 
assert that their organizations are brittle and 
unchangeable, and increase their conviction 
that organizations are not designed for dou- 
ble-loop learning (Column 9). These con- 
ditions feed back to reinforce the previous 
error-producing conditions and simultane- 
ously reduce the probability that the orga- 
nization will examine rigorously the proc- 


esses by which it examines and evaluates its 
performance. 

And the cycle of reinforcement be- 
gins again. Every time the previous condi- 
tions are reinforced, the consequences are 
also reinforced. Hence, we have a system in 
which no one is very likely to learn except 
when dealing with problems that are correct- 
able (top of Column 7). The participants will 
tend to experience double binds. If they go 
by the system, they will learn very little 
about issues that question the underlying ob- 
jectives and policies. If they think at all 
about changing the system, they will tend to 
consider it a task that is both foolhardy and 
a threat to their survival, 

In the last two sections, I concluded 
that inherent in using information to manage 
organizations are two interdependent worlds 
—one predisposed to escalating error and the 
other to escalating injustice. In this section 
I conclude that organizations manifest learn- 
ing systems that inhibit the detection and 
correction of errors when admitting the 
errors would lead to questioning the existing 
O-I learning system. Hence, organizations 
find it hard to correct factors that inhibit cri- 
tical learning. 

None of these generalizations is lim- 
ited to a particular political economic sys- 
tem. They should all hold true in any type of 
economy, at least in any economy that meets 
the following conditions: (a) people (with 


finite information-processing capacities) are 
used as agents of the organization, (b) infor- 
mation is used to manage the organization, 
and (c) the people hold Model I theories- 


in-use. 


Deep Versus SUPERFICIAL CHANGE 


Let us now return to the Yugoslavian experi- 
ence. Recall that the government has given 
decision-making power to the workers, but 
genuine self-management has not taken place. 
The reason, I suggest, is that the Yugoslavs 
use a theory of management that is congru- 
ent with Models I and O-I. Thus they may 
espouse genuine worker control by the in- 
dividual, but the organizational theories-in- 
use will not permit such management. I be- 
lieve that the same explanation holds for the 
Chinese and the Russians. ‘They have assumed 
that by creating structural changes in factors 
such as ownership they will solve the prob- 
lems embedded in the relationships between 
people and organizations that I have identi- 
fied. Since this is not possible, they, too, will 
continue to have their inner contradictions 
increase in scope and intensity. 

If people do not possess the skills for 
effective participation—if they are predis- 
posed to repeat error, to camouflage the non- 
correction of error, and to feel dependent 
and submissive—it is understandable that 
pyramidal structures, specialization of work, 
and top-down management perpetuate them- 
selves. Indeed, it is predictable that they will 
characterize all industrialized nations that 
use complex systems to produce products and 
services. We can only conclude that the fea- 
tures of organizations some scholars attribute 
to capitalism are endemic to all organiza- 
tions. 

Apparently Marx was not unaware 
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of this possibility. He realized that the quali- 
ty of life would not be enriched simply by 
turning over the ownership of businesses to 
employees or by giving them higher wages. 
He apparently believed—as the Chinese still 
believe—that the mundane can be overcome 
by the worker identifying with higher So- 
cialist goals. For example, Nord quotes him as 
saying, “Involvement tends to be developed 
through relating the individual mundane 
work to its impact on the future of socialism 
and communism.” This view may offer a 
partial explanation of why the Socialist— 
Communist countries have not been Jeaders 
in such changes as job enrichment and au- 
tonomous work groups. 

Some scholars maintain that job en- 
richment and autonomous groups are simply 
devices for tinkering with the system. The 
problem is to define the basic system to be 
changed. It is my thesis that basic changes 
must begin with the Model I theories-in-use 
and the O-I learning system. I believe that the 
Socialist-Communist societies do not wish 
to alter these factors. One reason may be that 
Model II and O-II learning systems foster 
double-loop learning. People who master 
such learning are prone to question underly- 
ing assumptions, goals, and plans, while the 
quotations cited earlier clearly indicate that 
such questioning is not permissible in the 
Socialist-Communist nations. 

Changing ownership is trivial com- 
pared with changing peoples’ capacities to 
learn. The former can be accomplished with- 
out necessarily threatening those in power. 
The latter is a recipe for reflection and con- 
frontation that, since it can lead to the ques- 
tioning of underlying assumptions, is feared 
by those in power, no matter what political 
philosophy they advocate. 

Evidence is beginning to surface 
that middle and lower management is begin- 


ning to resist some job-enrichment and au- 
tonomous-groups experiments in the United 
States because the very success of the pro- 
grams threatens their traditional functions. 
Moreover, employees may also resist the 
same type of programs when they face a new 
set of challenges. For example, Richard Wal- 
ton revisited the General Foods plant that 
was one of the first to install job enrichment 
and autonomous groups. He found that the 
work performance and the commitment 
were still very high. However, he also found 
that management and workers had difficulty 
in dealing with what appeared to be double- 
loop problems. For example, workers were 
having difficulty confronting the poor per- 
formance of fellow workers. They were also 
finding it hard to reduce the wages of poor 
performers. Although some employees felt 
abandoned by managers who had left to go 
to new plants, they did not discuss these feel- 
ings before the transfers took place. And 
middle managers, by and large, resisted fur- 
ther expansion of the concepts in other parts 
of the company because of the threat it posed 
to their role. 

Ana Johnson and William F. 
Whyte have described successful workers’ 
cooperatives in Spain that have many of the 
characteristics of self-management systems 
(for example, they elect their leaders and 
make decisions about production, invest- 
ment, and expansion activities). These coop- 
eratives have exhibited an enviable record in 
terms of employee performance and involve- 
ment. 

Johnson and Whyte point out that 
one of the reasons these cooperatives have 
worked in the past is that they could build 
on a Basque cultural phenomenon of male 
groups (about 2,500 of them with a total of 
35,000 members). These groups exhibit a 
high degree of cohesion and trust among the 
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members. Another important reason is that 
most of the cooperatives themselves have 
been kept small in size. 

Recently, in one of the larger coop- 
eratives, difficulties began to arise that re- 
quired double-loop problem solving, but 
single-loop problem solving was used. For 
example, some workers attempted to fight 
the Taylor-type piece-rate system. Engineers 
made the studies that led to the changes that 
were considered objectionable. Typically, 
they acted unilaterally and did not consult 
with the people affected. When some em- 
ployees struck to protest the changes, they 
were fired. The entire worker population 
protested the dismissals. 


It appears that the worker coopera- 
tives operated relatively effectively as long 
as the issues to be resolved were unrelated to 
their underlying norms and policies. When 
norms and policies (for example, piece rates 
and wage differentials) were questioned, 
double-loop problem-solving capacity was 
not available. 

None of the points above addresses 
itself to the issues of how capitalists or Social- 
ist bureaucrats cope with the surplus capital 
that is produced in the plants in each coun- 
try. Nor does our approach say anything 
about the just way to divide the surplus capi- 
tal. We predict that Socialist societies, where 
social justice is an explicit objective, will not 
go any further than other societies in resolv- 
ing these problems because their organiza- 
tions contain the same inner contradictions; 
their people are programmed with Model I 
theories-in-use that create organizations with 
Model O-I learning systems. 

When scholars support Marxist 
theory by stating that “human development 
requires man to exercise control over his ac- 
tions, but achievement of that condition re- 
quires that control be shared by everyone” 
(Nord), it is important for them to develop 
a map of how to get from here to there. 
When Marx states, “The only way for indi- 
viduals to control modern universal interac- 
tion is to make it subject to the control of 
all,’ a map must be drawn showing how 
everybody is to be able to control the activi- 
ties of everyone else. Without these maps 
change simply will not take place. 


A SUGGESTED SOLUTION 


If the analysis above is valid, the built-in 
structural contradictions within organiza- 
tions are not likely to be eliminated. The task, 
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therefore, is to generate organizational prob- 
lem-solving processes that can deal with the 
dilemmas, conflicts, and tensions created by 
these inner contradictions. 

This is unlikely to happen unless 
people are helped to learn theories-in-use that 
they can use to design primary loops that 
facilitate learning, especially double-loop 
learning. And one such theory-in-use, Model 
II, has been developed by Argyris and Schon. 
Very briefly, the governing variables of 
Model II are valid information, informed 
choice, and internal commitment to the 
choice so that its implementation can be 
monitored continuously by all the partici- 
pants involved. The behavioral strategies in- 
clude advocacy, but advocacy coupled with 
inquiry. Control over the task, purpose, and 
environment is given to those who are in- 
volved and have the knowledge and the com- 
petence to contribute to the solution of 
problems that arise. The emphasis is on pub- 
licly disprovable activitics and double-loop 
learning. 

People who are capable of double- 
loop learning are able to deal with such con- 
ditions of error as incongruence, inconsisten- 
cy, lack of clarity, and ambiguity by con- 
fronting them constructively and reducing 
them. Therefore, they tend to create primary 
loops that facilitate learning. The conse- 
quence should be an organizational learning 
system that encourages double-loop learning 
and reduces the games and the double binds 
described in Model O-I, what Donald Schon 
and I have called an O-II learning system. 

Unless such learning systems are 
created, the dysfunctionalities sometimes at- 
tributed to capitalist systems will be found in 
all existing political modes. Also, giving 
ownership to employees is counterproduc- 
tive, if not cruel, because it makes workers 
legally responsible for the dysfunctional con- 


sequences that neither they nor their leaders 
are educated to correct. 

How does Model II promote 
double-loop learning? By encouraging the 
generation of valid information. This valid 
information makes dilemmas recognizable, 
which, in turn, creates the tensions required 
to resolve them. In short, these tensions mo- 
tivate learning. 

Model II, although it represents a 
different and higher form of Jearning than 
Model I, does not represent a clear break with 
Model I, instead, they are on a continuum. 
Model I, for example, emphasizes that indi- 
viduals be as articulate as they can about 
their purposes, goals, and so forth, in order 
to help realize these goals, simultaneously, 
these individuals control others and manipu- 
late the environment to achieve these goals. 

Model II does not reject the skill 
or competence to be articulate and precise 
about one’s purposes. The difference is that 
Model II rejects the unilateral control that 
usually accompanies advocacy because the 
typical purpose of advocacy is to win. Model 
1] combines articulateness and advocacy with 
an invitation to other people to confront 
these views, to alter them in order to emerge 
with the position that is based on the most 
valid information to which the people in- 
volved can become internally committed. 

How attainable is Model II? Is a 
Model II organization possible? At one level, 
Model II is admittedly an ideal, something to 
which we can aspire but rarely expect to 
reach. At the same time my experience with 
six presidents, the first such experience any- 
where to my knowledge, shows that over a 
three- to five-year period, with an intense 
commitment, a lot of false starts, and massive 
doses of professional assistance, Model II can 
at least be approximated. 

I say “approximated” because even 


in AA Stores, an organization that has moved 
as close to that goal as any organization, the 
question is still unanswered. There is still 
much work to be done. The managers have 
not reached the point at which they routinely 
apply the governing variables of Model II 
to many of the really difficult problems faced 
by the business. They have only begun to 
face the problems of redesigning organiza- 
tional structures and control systems to make 
them congruent with Model II variables. 
And no wonder. To create a learn- 
ing environment conducive to corporate 
growth the six presidents had to make two 
profound changes: First, they had to enlarge 
their own roles to incorporate the role of 
educator or interviewer, to help their key 
subordinates to explore their theories in use, 
and to identify the dysfunctional aspects of 
their relationships with each other and with 


the presidents. Second, they had to change 
the living system. Modcl II can never be a liv- 
ing concern as long as competitive win—lose, 
low risk-taking interactions are rewarded 
and cooperative problem-solving, high risk- 
taking interventions are suppressed. 

It’s in this second area that the six 
presidents still have a distance to go. On the 
other hand, they all concur that when Model 
II theories-in-use are used effectively, they 
have helped to produce better decisions with- 
in the most difficult problem-solving areas 
in the organization, areas such as drastic cost 
cutting, reorganization, relieving a chief ex- 
ecutive officer, recognizing an Edsel, and rec- 
ognizing the ineffectiveness of a corporate 
division. In other words, those organizations 
that have partially achieved Model II have 
found that the achievement has had impor- 
tant and positive consequences. 
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